4 - dugan production corp.

Mr. David Albright — Ground Water Manager March 20, 2007
United States Environmental Protection Agency
USEPA Region 9

WTR-9, 75 Hawthorn Street
San Francisco, CA 95104

--CERTIFIED MAIL, RETURN RECEIPT REQUESTED—
7005 1820 0001 6168 8359

Re: Application to Class 2, water disposal well, West Bisti SWD #1 San Juan County, NM
Dear Mr. Albright:

Enclosed, is Dugan Production Corp.’s application for disposal of produced water in the proposed
West Bisti SWD #1. In fulfilling the requirements of application, the following materials are
provided herein:

1. Permit Application for Underground Injection Control, EPA Form 7520-06 (Rev.8-91).

2. Tabular and schematic data on proposed injection well.

3. Data sheet of wells within 1-mile of proposed injection well, highlighting those wells
inside one-half mile radius (area of review) around the injection well. No wells within
the area of review penetrate the proposed injection zone (Entrada Sandstone).

4. Operations plan for proposed injection well.

5. Water Analysis of produced water to be disposed of in the proposed injection well
(Fruitland Coal and Gallup).

6. Verification of resources necessary to plug and abandon the proposed injection well with
a letter of credit in the amount of $31,000.00, with the U.S. EPA noted as beneficiary.

7. Plugging and Abandonment Plan, EPA Form 7520-14 (Rev. 8-01).

The proposed well will be a private facility used for the disposal of produced water from oil and gas
wells owned and operated only by Dugan Production Corp.

The well will be located on split estate lands. The surface estate is Navajo Tribal Trust and the
mineral estate is Federal. Appropriate applications for disposal have been submitted to The Navajo
Nation and the New Mexico Oil Conservation Division. The Bureau of Land Management and all
offsetting operators have been notified by certified mail of this application. Also, notice has been
published in the Farmington Daily Times informing the public of the application.

If you have questions or need additional information, please contact me.

709 E. MURRAY DR. .= P. O. BOX 420 ¢ FARMINGTON, N.M. 87499-0420 » PHONE: (505) 325-1821 e FAX# (505) 327-4613



Very Sincerely,

ot fgr 5.

Kurt Fagrelius
Vice President, Exploration

Attachments

cc: Mr. James Walker
United States Environmental Protection Agency
Ground Water Quality
1235 La Plata Highway
Farmington, New Mexico 87401

Mr. Bill Freeman

Navajo Nation Environmental Protection Agency
Underground Injection Control

PO Box 1999

Shiprock, New Mexico 87420-1999



OMB No. 2040-0042 Approval Expires 4/30/07

United States Environmental Protection Agency

o A Underground Injection Control : TIA jC
EP Permit Application e ————— =

(Collected under the authority of the Safe Drinking u
Water Act. Sections 1421, 1422, 40 CFR 144)

Read Attached Instructions Before Starting

For Official Use Only

Application approved Date received

Permit Number Well ID FINDS Number
mo day year mo day year

Owner Name........coens s - I Owner Name - - —

I Dugan Production. Corp. 1 Dugan_Production Corp. J
Street Address _{ Phone Number Street Address ] Phone Number

[ 709 Fast Murray Drive |{1325-18211} | 709 East Murray Drive [|[325-1821
City. e - State | zIP cODE City State ZIP CODE

| _Farmington M1 (87401 Farming 401

L} rrvee o1 - SIC
2311111 - NAICS

R 3

Date Started

A. Class(es) B. Type(s)
(enter code(s)) (enter code(s)}

izl e Rl e R REEE heit ]
(Complete the following questions on a separate sheet(s) and number accordingly; see instructions)

For Classes |, 1, ill, (and other classes) complete and submit on a separate sheet(s) Aftachments A--U (pp 2-6) as appropriate. Attach maps where '
required. List attachments by letter which are applicable and are included with your application.

. . . . »
| certify under the penalty of law that | have personally examined and am familiar with the information submitted in this document and all attachments
and that, based on my inquiry of those individuals immediately responsible for obtaining the information, | believe that the information is true,
accurate, and compliete. | am aware that there are significant penalties for submitting false information, including the possibliity of fine and
imprisonment. (Ref. 40 CFR 144.32)

A. Name and Title (Type or Print) o B. Phone No. (Area Code and No.)

[ Kurt Fagrelius, Vice President Exploration [ BOE-325-1821 |

C. Signature /ﬁ//f}%\g’ 4{;\ | ?:gnfezsguid(j7 !1

EPA Form 7520-6 (Rev. 8-01)

hmee




Class |
Type “I!J
“M”
“W”
“x”
Class Il
Type “D”
“R”
“H”
“X”
Class Il
Type “G”
“S”
“U!!
Hx”

Well Class and Type Codes

Wells used to inject waste below the deepest underground source of drinking

water.

Nonhazardous industrial disposal well

Nonhazardous municipal disposal well

Hazardous waste disposal well injecting below USDWs
Other Class | wells (not included in Type “I," "M,” or “W")

Oil and gas production and storage related injection welis.

Produced fluid disposal well

Enhanced recovery well

Hydrocarbon storage well (excluding natural gas)

Other Class Il wells (not included in Type “D,” “R,” or “H")

Special process injection wells.

Solution mining well

Sulfur mining well by Frasch process

Uranium mining well (excluding solution mining of conventional mines)
Other Class Il wells (not included in Type “G,” “S,” or “U”)

Other Classes Wells not included in classes above.

Class

| new well
existing

Il new well
existing

Il new well
existing

Other Classes

Class V wells which may be permitted under §144.12.
Wells not currently classified as Class |, II, I, or V.

Attachments to Permit Application

Attachments

A/B,C,D,F,H-S, U

A B,C,D,F,H-U

A, B,C E G H M Q,R;optional -1, J, K, O, P, U
A E, G H M Q,R,-U;optional-J,K, O, P, Q
A,B,C,D,F,H,ILJ,K, M-S, U
ABCD,FHJKM-U

To be specified by the permitting authority

EPA Form 7520-6 (8-01)



Application for Authorization to Inject
Dugan Production Corp.

West Bisti SWD #1

General Information

Dugan Production Corp. is hereby, making application for approval to dispose of
produced water by underground injection. The proposed disposal site is the West Bisti
SWD #1well, located 2500° FNL & 1855” FEL, Sec. 35, Twn. 26N, Rng. 13W, San Juan
Co., NM. Produced water will be injected into the Entrada Sandstone between 6915° and
7115°. The maximum injection pressure will be 1383 psi and the maximum injection rate
will be 6,000 barrels of water daily.

The well will be a new drill for the purpose of salt water disposal. The permit to drill is
pending. Upon approval, plans are to begin drilling the well in September or October of
2007. Upon approval of this application, an injection test will be conducted. If adequate
rates are not found, it may be necessary to stimulate the proposed injection zone or
perforate additional zones in the well.

The proposed well will be a private facility used for the disposal of produced water from
oil and gas wells only operated and owned by Dugan Production Corp..

Any change to the plans contained herein, will be approved by the United States
Environmental Protection Agency, Navajo Nation Environmental Protection Agency and
the New Mexico Oil Conservation Division prior to implementation.



Application for Authorization to Inject
Dugan Production Corp.

Waest Bisti SWD #1

Attachments for Permit Application

A. Area of Review Method — The area of review is a fixed radius of ¥z mile from the
well bore of the West Bisti SWD #1 located 2500° FNL & 1855’ FEL, Sec. 35,
Twn. 26N, Rng. 13W, San Juan Co., NM.

B. Map of Well/Area and Area of Review — Topographic map extending one mile
beyond proposed injection well (Exhibit B.). This map shows the area of review,
and all wells located in the area.

C. Corrective Action Plan and Well Data — Tabulation of data gathered from public
records for all wells shown on Exhibit B is shown on Exhibit C. None of the
wells within the area of review penetrate the proposed injection zone.

E. Name and Depth of USDW’s — There are no known USDW’s in the area. The
Ojo Alamo Sandstone is a potential USDW in the area. The Ojo Alamo is at or
near the surface in the area and will be covered by surface casing and cement in
the proposed well (Ojo Alamo top 75°, base 175%). The Cliff House member of
the Mesaverde Group is also considered a potential USDW in the area. The CLiff
House will be covered by casing and cement in the proposed well (Cliff House
top 2040°, base 2120°).

G. Geologic Data on Injection and Confining Zones ~ The injection zone is the
Entrada Sandstone, and the confining zones are the Todilto Formation (top) and
Chinle Formation (bottom).

The Todilto Formation is comprised of interbeded anhydrite and thin bedded
limestone. The Todilto is expected to be encountered at a depth of 6895” and be
20’ thick in the proposed well. The Todilto is a tight, impervious zone that does
not produce hydrocarbon or water.

The Entrada Sandstone is comprised of well sorted quartz sandstone. The Entrada
is expected to be encountered at a depth of 6915’ and be 200” thick in the
proposed well. The Entrada is a highly porous zone (16-19% porosity) with
excellent permeability (300-500 md). The Entrada does not produce
hydrocarbons in the area.

The Chinle Formation is comprised of silty shale and siltstone. The Chinle may
be encountered at a depth of 7115 and approximately 50° of the formation will



be drilled. The Chinle is a dense, tight, impervious zone that does not produce
hydrocarbon or water.

The observed fracture gradient in the San Juan Basin is 0.65 psi/ft. This gradient
would result in a fracture pressure of 4841psi at the top perforation in the Entrada
in the proposed well. Injection pressure will be limited to 0.2 psi/ft or 1383 psi
(surface pressure) by the State of New Mexico Oil Conservation Division or
4380 psi (bottom hole pressure.

H. Operating Data — Average injection rate will be 5,000 bwpd with a maximum rate
of 6,000 bwpd. Average injection pressure will be1250 psi and the maximum
injection pressure will be 1383 psi (surface pressure).

The source of injected water will be produced water from Fruitland Coal and
Gallup Sandstone wells in the area (T25N and T26N, R12W and R13W).
Attachments H-5a., H-5b. and H-5¢. are analyses of the Fruitland Coal and Gallup
water in the immediate area. The water to be injected is compatible with the
water in the disposal zone.

Annulus fluid will be a water based packer fluid (Techni-Hib 606) containing
corrosion inhibitors,

M. Construction Details — Construction details for the proposed well-bore are shown
and described in Exhibit M-1.and M-2. The proposed disposal well is located on
the same site as the-existing West Bisti Unit Disposal Facilities shown in Exhibit
M-3. These existing facilities will be used store, handle, treat and pump produced
water into the proposed disposal well.

Q. Plugging and Abandonment Plan — See attached Plugging and Abandonment Plan.

R. Necessary Resources -



Dugan Production Corp.
West Bisti SWD #1
Sec. 35, T26N, R13W
2500' FNL and 1855' FEL
San Juan County, New Mexico

Salt Water Disposal Application




EXHIBIT C.
PE

(©)

Tabulation of Data on Offset Wells.

Dugan Production Corp., WEST BISTI SWD #1, S.35, T26N, R13W

CALPINE NTRL GAS STRIDER 25 26N 13W 25 C_|[200/N 2180/W CO |FRUIT COAL 1384
RUNNING HORSE DOME FED 1 26N 13W 25 H |1450/N 1190/E CO  |FRUIT SAND PC 1340
CALPINE NTRL GAS GALLEGOS FED 1 26N 13W 25 H [1434/N 1041/E CO |FRUIT COAL 1385
TEXAKOMA 0&G BLACK HILLS 1 26N 13W 25 M 11000/S 1000/W CO |FRUIT COAL 1365
S UNION EXPL CO SXFED 25 1 26N 13W 25 O 1810/S 1520/E PA  |PICT CLIFFS 1304
MERRION O&G SERENDIPITY 4 26N 13W 26 B _|1080/N 1450/E CO |FRUIT COAL 1395
MERRION O&G SERENDIPITY 5 26N 13W 26 F_[1710/N 2370/W CO |FRUIT COAL 1400
MERRION O&G SERENDIPITY 1 26N 13W 26 J [1650/S 2310/E ZA  |GALLUP 5120
MERRION O&G SERENDIPITY COM 1 26N 13W 26 J 11650/S 2310/E CO |[FRUIT COAL 5120
DUGAN PROD W BISTI UNIT 135 26N 13W 26 K _11650/S 1650/W CO |GALLUP 5078
MERRION O&G SERENDIPITY 3 26N 13W 26 L [1500/S 900/W PA  [FRUIT COAL 1385
MERRION O&G SERENDIPITY 3R 26N 13W 26 M |691/S 1268/W CO |FRUIT COAL 1462
DUGAN PROD W BISTI UNIT 137 26N 13W 26 M 1660/S 660/W . CO  [GALLUP 5108
DUGAN PROD W BISTI UNIT 136 26N 13W 26 O 1660/S 1978/E PA  |GALLUP 5165
DUGAN PROD PATRIOT 90S 26N 13W 27 C [990/N 1845/W CO |[FRUIT COAL 1425
DUGAN PROD W BISTI UNIT 126 26N 13W 27 E |1980/N 660/W PA  |GALLUP 5165
DUGAN PROD W BISTI UNIT 125 26N 13W 27 G |2163/N 2031/E Wi GALLUP SWD 5074
DUGAN PROD PATRIOT 91 26N 13W 27 H [1980/N 790/E CO_ |FRUIT COAL 1370
DUGAN PROD W BISTI UNIT 134 26N 13W 27 | 11980/S 660/E PA  [GALLUP 5080
DUGAN PROD W BISTI UNIT 133 26N 13W 27 K 11980/S 1980/W PA  |GALLUP 9130
DUGAN PROD W BISTIUNIT 140 26N 13W 27 M [660/S 660/W PA  |GALLUP 5100
DUGAN PROD PATRIOT 90 26N 13W 27 N [790/S 1850/W CO |[FRUIT COAL 1420
CHEVRON USA W BISTI UNIT 139 26N 13W 27 O _1660/S 2080/E PA  |GALLUP 5065
DUGAN PROD PATRIOT 91S 26N 13W 27 P 1660/S |660/E CO |FRUIT COAL 1420
DUGAN PROD W BISTI UNIT 145 26N 13W 34 A |660/N 660/E PA  |GALLUP 5120
DUGAN PROD W BISTI UNIT 144 26N 13W 34 D [660/N 660/W WI GALLUP SWD 5185
DUGAN PROD CISCO COM 91S 26N 13W 34 F__|1500/N 1850/W CO |FRUIT COAL 1480
DUGAN PROD W BISTI UNIT 152 26N 13W 34 G |1980/N 1980/E CO |GALLUP 5082
DUGAN PROD SALGE FED A 94 26N 13W 34 H [1800/N 790/E CO |FRUIT COAL 1370
BRITISH-AMER OIL SALGE B 3 26N 13W 34 | 12090/S 715/E PA  |GALLUP 5075
DUGAN PROD SALGE FED A 94S 26N 13W 34 J [1450/S 1850/E CO |[FRUIT COAL 1430
BRITISH-AMER OIL SALGE 4 26N 13W 34 K [1980/S 1980/W PA  |GALLUP 5075

‘Wells within 1/2-mile area of review are shaded (grey)

. No wells within the area of review penetrate the proposed injection zone.



EXHIBIT C.

. OPEF
DUGAN PROD

abulation of Data on Offset Wells. Dugan Production Corp., WEST BISTI SWD #1, S.35, T26N, R13W

1 NAM ELL NO

CISCO COM “CO |FRUIT COAL

DUGAN PROD

TJETER

FRUIT COAL

DUGAN PROD
e

REDWOLF PROD

W BISTI UNIT

GALLUP

FRUIT COAL _

a0

1 13W 36 A |790/N CO
DUGAN PROD W BISTI UNIT 147 26N 13W 36 D |660/N 660/W PA  |GALLUP 5051
DUGAN PROD W BISTI UNIT 148 26N 13W 36 F_|1980/N 1980/W PA  |GALLUP 5075
DUGAN PROD W BISTI UNIT 156 26N 13W 36 J 11980/S 1980/E CO |GALLUP 5028
DUGAN PROD W BISTI UNIT 155 26N 13W 36 L [1980/S 660/W CO |GALLUP 5005
CHEVRON USA INC W BISTI UNIT 168 26N 13W 36 M [660/S 660/W PA  |GALLUP 4886
SG INTEREST I LTD W BISTI ST 2 26N 13W 36 M [1192/S 819/W CO |FRUIT COAL 1380
DUGAN PROD W BISTI UNIT 158 26N 13W 36 N 1660/S 1980/W PA  |GALLUP 5050
DUGAN PROD W BISTI UNIT 157 26N 13W 36 P_ 1660/S 660/E Wi GALLUP SWD 5042
REDWOLF PROD BEAR 1S 2 26N 13W 36 C_|770/N 1666/W SP_ [FRUIT COAL 1355
DUGAN PROD W BISTI UNIT 161 25N 13W 01 A [600/N 600/E PA  |GALLUP 5000
DUGAN PROD JETER 4 25N 13W 01 A |875/N 945/E CO_ |FRUIT COAL 1275
DUGAN PROD W BISTI UNIT 160 25N 13W 01 C_|660/N 1980/W CO |GALLUP 4951
DUGAN PROD W BISTI UNIT 162 25N 13W 01 G _[1880/N 1980/E PA  |GALLUP 5000
GULF OIL CORP MARYE FED 9 25N 13W 01 G [1650/N 1650/E PA _ |PICT CLIFFS 1350
GULF OIL CORP W BISTI UNIT 164 25N 13W 01 | {1980/S 660/E PA  |GALLUP 5031
DUGAN PROD JETER 1 25N 13W 01 K ]1850/S 1800/W ZA  |PICT CLIFFS 1334
DUGAN PROD JETER 1 25N 13W 01 K [1850/S 1800/W CO |FRUIT COAL 1334
DUGAN PROD W BISTI UNIT 165 25N 13W 01 O _|660/S 1980/E PA  |GALLUP 5000
DUGAN PROD JETER 4S 25N 13W 01 D _|1300/N 1000/W CO |FRUIT COAL 1400

.Wells within 1/2-mile area of review are shaded (grey). No welis within the area of review penetrate the proposed injection zone.




EXHIBIT C. ._.m_o:_mao: of Data on Offset Wells.

Dugan Production Corp., WEST BISTI SWD #1, S.35, T26N, R13W

6)

DUGAN PROD JETER 1S 25N 13W 01 P 11300/S 1300/E CO  |FRUIT COAL 1370
EL PASO NAT GAS KELLY ST 9 25N 13W 02 A |660/N 660/E PA  IGALLUP 4978
DUGAN PROD BIST!I ST 1 25N 13W 02 E |1980/N 660/W ZA  [GALLUP 5050
DUGAN PROD BISTI ST 1 25N 13W 02 E [1980/N 660/W CO [FRUIT COAL 5050
EL PASO NAT GAS KELLY ST 10 25N 13W 02 G [1986/N 1980/E PA  |GALLUP 5010
DUGAN PROD BISTI ST 90 25N 13W 02 H [1980/N 790/E CO [FRUIT COAL 1320
EL PASO NAT GAS KELLY ST 11 25N 13W 02 I 11978/S 660/E PA  |GALLUP 5016
DUGAN PROD BISTI ST COM 1 25N 13W 02 M |330/S 330/W CO |[GALLUP 5050
DUGAN PROD BISTI ST COM 1S 25N 13W 02 K 11500/S 1500/W CO [FRUIT COAL 1440
DUGAN PROD BISTI ST 90S 25N 13W 02 O [1100/S 1650/E CO [FRUIT COAL 1420
DUGAN PROD SALGE FED A COM 90 25N 13W 03 B [790/N 1850/E CO [FRUIT COAL 1370
GULF OIL CORP SALGE A 3 25N 13W 03 C |[660/N 1980/W PA  |GALLUP 5123
BRITISH-AMER OIL MJ SALGE 1 25N 13W 03 D |990/N 990/W PA  |PICT CLIFFS 1446
DUGAN PROD W BISTI UNIT 163 25N 13W 03 E |1980/N 660/W PA  [GALLUP 5250
DUGAN PROD CISCO COM 90S 25N 13W 03 F_ ]2000/N 1980/W CO - |[FRUIT COAL 1480
DUGAN PROD SALGE FED A 4 25N 13W 03 J 11980/S 1980/E CO |GALLUP 5200
DUGAN PROD CISCO COM 90 25N 13W 03 L [1450/S 840/W CO [FRUIT COAL 1500
BRITISH-AMER OIL SALGE C 1 25N 13W 03 M _|660/S 660/W PA  |GALLUP ~ 5200
ELM RIDGE RES S BISTI SWD 1 25N 13W 03 P |660/S 660/E PA |GALLUP 5044
DUGAN PROD SALGE FED A COM 90S 25N 13W 03 K 11620/S 1345/E CO [FRUIT COAL 1540

_Wells within 1/2-mile area of review are shaded (grey). No wells within the area of review penetrate the proposed injection zone.




H-5a.

FRUITLAND COAL
SE/4, Sec.23, T26N, R13W

.. Peremeter  Result  Unlts I
1 7.58 LRI
Conductivity @ 25°C 28,200 urahosfom
Total Dissolved Solids @ 1800 16,840 mgil.
Totat Dissolved Solids (Calg) 18,800 mgfl
SAR 134 ratio B
Total Alkalinkty as Cali3 1,020 mght
Totat Hardnass as CaC03 434 il
Bicarbonate as HOG3 1,520 g/l 16.72 meg/L.
Carbonate as CO3 <4 mg/t 0.00 mealt.
Hydroxide as OH <39 gt (.00 rrag.
Hitrale Nitrogen 0.4 gl .04 magfL
Mitrite Nitrogen 0.015 mg/L 0.00 megfl
Chiorids 8.500 mgh. 268.00 el
Fluoride .57 mg/L 0.03 meg/l
Phosphais 4.0 gl 8.02 meg/l.
Sulfate <0.4 mgll 0.00 meafl.
iron §.817 g/l .00 meg/il.
Calclum 94.4 mgh. 4.71 megil
agnesium : 458 g/l 3.78 meg/l
Potassium 2.78 mgfL. 0.07 mealL
Sodium 6,340 mg/t 2758.79 mea/l
Cations 284,35 megfl.
Anlons 28478 mag/l.
Cationi/nion Diffsrence 0.15%
Reference: U.BEPA, 588f4~“3~’_}2? "Mf—“‘i?‘sl}és for Chemical Analysiz of Water and Wasies”, 1983,

xamingtion of Water And Wasite Waler”, 18 ed., 1882,

e s 3
Siands

2, i




H-5b.

FRUITLAND COAL
SE/4, Sec. 35, T26N, RI3W

Ehemeonammanti s g
raraneis! i
Condustiviiy @ 25° C 15,920 umhosfom

tal Bissolved Solids @ 1880
Tots! Dizsolved 5 zie)
S48 108 ratio

Totat é‘%éka%méiy as Calls 42 mgll
Total Hardness as £2003 232 mgh
:—§ arionate gs HCO3 420 mgli e.88 et
s‘;ﬁ:;@a’;zaw as $O3 (.1 mgli 0,00 meafi
Hgfdmxiée as OH <1 mgil. .00 magfl.
Mitrate Mitrogen 0.8 mgfl 0.01 meafi.
hitrite Nilrogen <0501 gl 0.00 megfl
Chioride 2800 mglt 157.28 megli.
Fluorids 0.68 malt. 0.04 mealt.
Fhosphais 3.2 mgll 0.10 megiL
Sulfate <01 mgft. 8.00 meg/l
iron 87.8 miglt 243 med/L
Calelum 58.0 mg/L. 279 meqi
Magnesium 22.5 mafL 1.85 megit
Potassium <0201 mgfl. 0.00 meafi.
Bodium 3,650 gl 160.52 e/l
Cations 1658.16 meg/L
Anione 165.01 mey/t
Cation/Anion Differencs 5.09%

Reforencs: LLEEPA, '580-’41~ ':Lﬂ?{) \ﬁﬂncczs for Chemical Analysis of Water and Wastes®, 1983,

arringiion of Waler And Waste Watsr®, 180




H-5c¢.

GALLUP SANDSTONE
SW/4, Sec. 2, T25N, R13W

Total Dissolved Sclids (Taley
BAR

Total Alka 35@”@5’%}5 as Calld B&0 mgfl.
528 mgh.

Bicarbonate /80 ragiL 8,18 rienfl
Carbonsie s CO3 2834 g/l 0.00 et
Mydroxide as OF 43,4 mgfi .00 miegfl
Mitrate Milrogen 0.8 gl .01 megi.
Hitrite Mitrogen 0.005 mgfl 0.00 el
Chioride 18,400 g/l 518.06 s/l
Fluorids 5.38 mgfl 0.07 el
Phosphats 4.4 rag/L. 0.14 meafl.
Sulfate <0.4 mgll 0.00 meg/L
fron 1.78 g/l 0.06 rnegil.
Calcium 184 mg/L. 8.03 magfl
RMagnesium 430 mgfl 3.84 meaf.
Botagsium 31.8 g/l 0.81 raeafl.
Sodium 11,840 rgfl. 515.04 magh.

Catlons 528.42 e/l
Anions 528.47 miagiL
CatiordAnion Diffsrence 0.01%

P

Referance: LLES.E P 2, 6601A~?€é~{;2@, “Meathods for Chemical Analysis of Water and Wastes™, 1083,
ter”, 18th ., Z

g

Examination of Weler And Wasis




EXHIBIT M-1.

-....Bugan Production

INJECTION WELL DATA SHEET

Corp.

P NUMBER:  West Bisti SWD #1

Dugan Production Corp.
West Bisti SWD #1
Sec. 35, T26N, R13W
2500' FNL and 1855' FEL
San Juan County, New Mexico
Salt Water Disposal Application

N mmoo_ FNL and 1855' FWL G 35 26N 13W
FOOTAGE LOCATION UNIT LETTER SECTION TOWNSHIP RANGE
WELLBORE SCHEMA i WELL CONSTRUCTION DATA
Surface Casing
m Hole Size: _ 12-1/4" Casing Size: 8-5/8"
J A 8-5/8", 244 Casi ng Cemented with: 220 SX, or 300 i’
™, Set @ 480", TOC @ Surface : i11 Cir :
Top of Cement;  Surface Method Sﬁg‘%;%uﬁ.,_mx_gimwmmm.azwmm
| Stage Tool @ g ,
age Teol @ 1650 Intermediate Casing
Stage Tool @ 5000’
Hole Size: Casing Size:
. - Internal Plastic Coated Cemented with: sX.  or i
2-7/8", 6.4# EUE Tubing
: Top of Cement: Method Determined:
Production Caging
Baker Model AD-1 Tension Packer .\ .
Set @ 6865° Hole Size: 7-1/8 asing Size: >-1/2
W e - 5-1/2", 17# and 15.5# Casing Cemented with: /20 sX.  er 1540 : fi
Set @ 7165, TOC Surface .
Top of Cement: _ SUrface Method Deiermined:  Wi11 Circulate

Perforate 6915' -~ 7115"

Total Depth 7165*

Tolal Depth: 7165"

6915

feet

Injection Inierval

{0 7115

Y N@@Eﬁmﬁ.@.@yg Open Hole; indicate which)

Nl i




EXHIBIT M-2.

INJECTION WELL DATA SHEET

Tubing Size:  2-7/8" Lining Material: __ Plastic

Type of Packer: Baker Model AD-1 set in tension (5-1/2")

Packer Setting Depth: 6865' (50' above uppermost perforation)

Other Type of Tubing/Casing Seal (if applicable):

o
Additional Data 3
c O
e <
1. Is this a new well drilled for injection? X Yes No ,m w
9B
If no, for what purpose was the well originally drilled? % @
> =
2. Name of the Injection Formation: ___Entrada Sandstone =

3. Name of Ficld or Pool (if applicable): Not Applicable

Sec. 35, T26N, R13W

2500' FNL and 1855’ FEL
San Juan County, New Mexico

Salt Water Disposal Application

4. Has the well ever been perforated in any other zone(s)? List all such perforated )
intervals and give plugging detail, i.e. sacks of cement or plug(s) used. New well, will be

drilled for purpose of injection into Entrada Ss., no other zones will be perf'd.

Give the name and depths of any oil or gas zones underlying or overlying the proposed
injection zone in this area: Fruitiand Coal 800', Gallup Ss. 4600'.




EXHIBIT .M-3.

Water Storage Tanks
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Anticipated Disposal Facilities

Dugan Production Corp.
West Bisti SWD #1
Sec. 35, T26N, R13W
2500' FNL and 1855' FEL
San Juan County, New Mexico

Salt Water Disposal Application

The proposed West Bisti SWD #1 disposal well will be the only new faciiity,
all other facilities shown in diagram currently exist.
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WELLS

FARGO

WELLS FARGO BANK, N.A.
TRADE SERVICES DIVISION, NORTHERN CALIFORNIA
ONE FRONT STREET, 21°" FLOOR
SAN FRANCISCO, CALIFORNIA 94111
1 800 796 2818 OFTION 1
Email: sftr well 0,C0

TRREVOCABLE STANDBY LETITER OF CREDIT

To:  'US Environmental Protection Agency
Regional Administraror
At Underground Injection Control
Pinancial Responaibility
U.S. EPA Region IX
75 Hawthome Street
San Francisco, CA. 94 106-3901

Dear Sir or Madam:

We hereby establish our Invevocable Standby Letter of Credit Nurber NZ§592729 in yout favor
at the request and for the account of Dugan Production Corp., 709 B, Murray Drive, Farmington, NM
§7401 up to the aggregaie amount of Thirty One Thousand and 00/100 United States Dollars
(US$31,000.00) available upon presentation oft

1. Your sight draft, bearing reference to this letter of credit number NZ8502729.

2. Your signed smtement teading as follows: oI certify that the amount of the
draft is paysble pursuant 1o regulations jssusd under authority of the Safe Drinking Water
Act.” .

This Letter of Credit is effective as of March 19, 2007 and shall expire on Apxl 11, 2008, but such
expiration date shall be automartically extended for & period of one year on April 11, 2008 and ¢ach
successive expiration date, unless, at least 120 days bafore the curcent expixation date, we notify both yon
and Dugan Production Corp. by certified mail ox express courier (&.8. DHL, FedEx, Aitbame, UPS or
similar national express courier sezvices ) to your addxesses above, thar we have decided not 1o extend this
Tetter of credit beyond ths current expiration date. In the event you are so notified, any unused portion
of the credit shall be available to you by presentation to Us at our shove address, of your sight draft
for 120 days after the later of the date(s) of receipt by bath you and Dugap Production Coyp., 48
shown on the signed return receipts or the delivery records of the express couvier service.

‘Whenever this letter is drawn oo under and in compliance with the teyms of this credit, we
yhall duly honor such draft upon presentation to us, and we shall deposit the amount of the draft
directly into the standby trust fund of Dugan Produetion Corp. im accordance with youy
instructions.

Maxch 19, 2007

Dawn Shinsato

Assistant Vice President

415 396 8364

Wells Fargo Baok, N.A. -

Yrade Seyvices Division, ‘Nogthern California
One Front Street, 21 Floox

Gan Francigoo, CA 04111
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This is an Integral part of Letter of Credit No. NZS592729
This credit is subject to :

(%) the most recent edition of the Uniform Customs
Internationa) Chamber of Commerce,

and Practice for Documentary Credits, published by the

or

( ) the Uniform Commercial Code.



Attachment to Irrevocable Standby Letter of Credit # NZS592729

SCHEDULE A

Identification of Facilities and Cost Estimates

Schedule A is referenced in the trust agreement dated March 19, 2007 by and between

Dugan Production Corp. ., the “Grantor”,“and Wells Fargo Bank NA

the“Trustee.”

EPA identification number

Name of facility West Bisti SWD #1 well
Address of facility 2500° FNL 1855’ FEL.
. NE/4 Section 34, T26N, R13W
San Juan County, New Mexico

Current plugging and abandonment cost estimate $31.000.00

Date of estimate 2/6/2007

EPA identification number

Name of facility

Address of facility

Current plugging and abandonment cost estimate
Date of estimate




OMB No. 2040-0042 Approval Expires 4/30/07

<EPA

PLUGGING AND ABANDONMENT PLAN

United States Environmental Protection Agency
Washington, DC 20460

Sec.

Name and Address of Facility

West Bisti SWD #1
35, T26N, R13W, 2500' FNL-1855' FEL

Name and Address of Owner/Operator
Dugan Production Corp.
709 E. Murray Dr., Farmington, NM 87401

Locate Well and Outline Unit on
Section Plat - 640 Acres

N

T I I

I [ R U S I A I

—t—Ft+—|t—rt—
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s

State County

NM | San Juan

Permit Number

Surface Location Description

14 of ___ 114 of ﬂ 1/4 of _NE_ 1/4 of Section _?_’_5_ Townshipgﬂ\l Range 13w

Locate well in two directions from nearest lines of quarter section and drilling unit

2500" FNL & 1855' FEL of Sec. 35, T26N, R13W

Surface
Location ____ ft. frm (N/S) ____ Line of quarter section
and ____ ft. from (EIW) ____ Lme of quarter section.
TYPE OF AUTHOR!ZATION WELL ACTIVITY
XX individual Permit [ cLass
1 Area Permit KX cLass n
7 rRute m Brine Disposal

'_| Enhanced Recovery
I_l Hydrocarbon Storage
[ cLass m

-] Well Number West B1St1 SWD #1

Number of Wells

Lease Name

CASING AND TUBING RECORD AFTER PLUGGING METHOD OF EMPLACEMENT OF CEMENT PLUGS
SIZE | WT (LBIFT) TO BE PUT IN WELL (FT} | TO BE LEFT IN WELL (FT) | HOLE SIZE XX The Balance Method
8-5/8 244 480 480" 112-1/4"} [ the Dump Bailer Method
-1/9 15, B4 640U 6400° _7=7/8"1 ] The Two-Plug Method

o-174 177 765" 765" _7=7/8"1 [ other

CEMENTING TO -PLUG AN; ABANDON DATA: T PLUG# | PLUG#2 | PLUG#3 | PLUG#4 | PLUGH#5 | PLUG#S | PLUG#7
Size of Hole or Pipe in which Plug Will Be Placed (inche 5-1/2"1'5-1/2"15-1/2V"5-1/4 5-1/215-1/2 ph-1/2
Depth to Bottom of Tubing or Drill Pips (1t 6965 [5790" | 4645 " 2590‘ 124571895 530"
Sacks of Cement To Be Used (each plug) 17-sksl 17-skd 17-s kk.. 5K 17-sk 17-sks| 55-sks
Slurry Volume To Be Pumped {cu. ft.] 20 Cf 20-C'F 29 of " 20 Cf 20 Cf 65—Cf
Calculated Top of Plug {t.) 6865' . 5690I 4545 ! )01 1145 'ﬁ 795 ' - Surfac
Measured Top of Plug (if tagged ft.] -——= ) == == I - —_— -
Slurry Wt. {Lb./Gal.) 15.6# '1"5;6# "15. b#] : K
Type Cement or Other Material (Class Ill) TVE 5 Tvpe g 5 Type 5 ype 5

LIST ALL OPEN HOLE AND/OR PERFORATED INTERVALS AND INTERVALS WHERE CASING WILL BE VARIED (if any)

From

To From To

PToposed Pert

6915"

”'7115'

Estimated Cost to Plug Wells

$30,050.00

I certify under the penalty of law that | have personally examined and am familiar with the information submitted in this document and all
attachments and that, based on my inquiry of those individuals immediately responsible for obtaining the information, | believe that the
information is true, accurate, and complete. | am aware that there are significant penalties for submitting false information, Including the
possibliity of fine and imprisonment. (Ref. 40 CFR 144.32)

Certification

Name and Official Title (Please type or print)

Kurt Fagrelius, VP Exploration

Date Signed

2-2-2007

T S e

EPA Form 7520-14 (Rev. 8-01)

/



" Well-Bore Diagram of Plugging and Abandenment Plan

Kirtland Sh.

Fruitland Fmt.
Pictured C1iff Ss.

Lewis Sh.

Upr. C1iff Hous
Ugr. Menefee use

Lwr. Cl1iff House
Lwr. Menefee

Point Lookout Ss.

Mancos Sh.

Gallup Ss.

Greenhorn Ls.
Graneros Sh.
Dakota Ss.

< Morrison Fmt.

Bluff Ss.

Todilto Fmt.
Entrada Ss.

Total Depth

0jo Alamo Ss. 75—
Jo amo oS 175'______11/,_‘ o

L,//;T,,

845" ——f
1195' .. .|

1455"% .

%96 :Z:::fff

2350

2520" i

3695' I
3895'
4595' |

6915 === -~

8-5/8", 244 Casing

~{ 1=—-=Plug #7-Surface to 530", 65-cf,

A

- ———-—Plug #6-895' to 795', 20-cf.

 _Plug #5-1245" to 1145', 20-cf.

Stage Tool @ 1650

J——————Plug #4-2590'-1990", 120-cf.

5-1/2", 17# and 15.5# Casing

AN Set @ 7165', TOC Surface..

Sl Plug #3-4645'-4545", 20-cf,

\~;-——— Stage Tool @ 5000 B

Plug #2-5790'-5690', 20-cf.

- 5=1/2" Cement.Retainer

« }om—mm Plug #1-6965"-6865", 20-cf.

" Dugan Production Corp.
West Bisti SWD #1
Sec. 35, T26N, R13W
2500' FNL and 1855' FEL
San Juan County, New Mexico

Salt Water Disposal Application




A-PLUS WELL SERVICE, INC.
P.0. BOX 1979
Farmington, New Mexico 87499
505-325-2627 * fax: 505-325-1211

February 6, 2007

Dugan Production Corporation
PO Box 420
Farmington, NM 87499

Re:  Plugging Cost Estimate - West Bisti SWD #1 Entrada Disposal Well
NE, Section 35, T26N, R13W
San Juan County, New Mexico

Gentlemen:

A-Plus Well Service is pleased to provide you with this estimate to plug and abandon the
referenced well. We have evaluated the plugging procedure you provided and A-Plus agrees-
to provide:

a double drum pulling unit with crew (36 hours rig time),

crew travel (6 hours travel and 200 miles),

cement services (cementer 4 days and 200 miles travel),

240 sxs Type lll cement,

one cement retainers,

perforations (none),

storage tank and water,

wellhead removal,

and an installed P&A marker,
necessary for the plugging of this well.

It is our understanding that Dugan would provide: rig anchors, a pit suitable for waste fluid
holding and disposal of waste fluids and solids from this well.

A-Plus estimates the cost to plug the referenced well at $30,050.00 plus tax. If needed,
additional Type Ill cement is $15.00 per sack and a 5.5” cement retainer is $1050.00.

Please review this proposal and advise us of any questions you may have. This cost estimate
is based on the information that you have provided and the planned plugging procedure. In the
event the planned procedure is modified or deviated from, then any additional work or services
provided by A-Plus will be paid for by the operator in accordance with A-Plus' current price
schedule.

We look forward to the opportunity to work for you.

Bill Clark,

FEB 0 8 2007



